In order to assess differences in living conditions across German regions we apply the hedonic approach of Rosen (Current issues in urban economics, 1979) and Roback (J Polit Econ 90(6):1257-1278, 1982) to land-price and wage differences across Germany's counties. Employing a recent survey of more than half a million Germans on a wide range of social and political issues we confirm that differences in amenities give rise to substantial differences in land prices. With regard to wages, however, we find only little effects of amenities. Relying on the land-price effects we assess the quality of life in each of the German counties and provide a comprehensive ranking.
Introduction
Differences in living conditions, land prices, and in the quality of life always capture a lot of attention by citizens and local governments in Germany as well as in other countries of the world. However, there has been little research on this issue in Germany when compared to the US, for example. This could well be due to a lower degree of household mobility. The neglect of those issues is, however, disturbing since the German systems of local public finance and fiscal federalism place a lot of emphasis on attempts to equalize living conditions across regions. Moreover, since sub-national governments consume a rather large fraction of the public sector's budget in Germany, there is much need of an evaluation of sub-national government policies and their impact on the quality of life.
Several attempts have been made to assess and compare regional growth and labor market situations and many more possibly relevant indicators of living conditions in Germany (e.g., Prognos 2004). However, an objective assessment of living conditions faces not only substantial problems in collecting information, it also would have to make rather arbitrary assumptions about how different regional characteristics can be aggregated in order to obtain a comprehensive assessment. Given the substantial difficulties involved we apply a market-based, hedonic, approach where problems of both, gathering information as well as aggregating regional characteristics, are solved using the revealed willingness to pay. The hedonic approach, pioneered by Rosen (1979) and Roback (1982) , utilizes differences in land prices and wages across regions to infer the marginal willingness to pay for regional attributes including quantity and quality of public services. Based on corresponding estimates we follow Blomquist et al. (1988) and generate an index of the quality of life across German regions.
To the best of our knowledge no attempt has been made so far to apply this concept to German regions. This might be due to the lack of information about regional characteristics, in particular with regard to hard-to-measure public services and amenities such as safety, education, or the facilities for leisure activities. For this study, we utilize a large, almost untapped, data source, the "Perspektive Deutschland" study 2004/2005, 1 a recent survey among more than half a million households on a wide range of social and political issues, and combine this with county-level data from a variety of other sources.
Our results show that, indeed, differences in amenities and disamenities do capitalize into land prices and can be used to predict a substantial part of observed land-price differences across regions, supporting the hedonic approach. With regard to wages, however, we find only little effects of amenities. Nevertheless, relying on the landmarket effects of amenities a quality of life indicator is computed which ranks cities and counties. The results indicate that among the West German regions the southern regions rank highest. The regions in the East show less pronounced differences in the quality of life which to some extent reflects consistent labor market difficulties.
The paper proceeds as follows: the following section derives the underlying theoretical model; Sect. 3 briefly describes the data; Sect. 4 discusses the investigation approach; Sect. 5 presents the results from hedonic land-price and income regressions; Sect. 6 is concerned with the implicit prices and the quality of life index; and Sect. 7 provides a short summary.
Theoretical background
This section briefly reviews the basic approach to the estimation of quality of life developed by Rosen (1979) and Roback (1982) . Following Blomquist (2006) , consider a
